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Hovse or REPRESENTATIVES, 
CoMMITTEE ON FoREIGN AFFAIRS, 
SUBCOMMITTEE ON StaTE DEPARTMENT 
ORGANIZATION AND ForEIGN OPERATION, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room G-3, U.S. Capitol, 
Hon. Wayne L. Hays (chairman of the subcommittee) presiding. 

Mr. Hays. The subcommittee will come to order. 

We have this morning on S. 1502 Hon. Loy W. Henderson, Deputy 
Under Secretary of State for Administration; Mr. William E 
Woodyear, Deputy Chief, Personnel Projects Staff, Department of 
State; and Mr. J. Edward Lyerly, Deputy Assistant Legal Adviser 
for Administration and Foreign Service, Department of State. 

(The text of S. 1502, as passed the Senate, follows:) 


AN ACT To provide for adjustments in the annuities under the Foreign Service retirement and disability 
system 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That (a) The annuity of each retired officer who, 
on August 1, 1959, is receiving or entitled to receive an annuity from the Foreign 
Service Retirement and Disability Fund, based on service which terminated on 
or before July 31, 1959, shall be increased by 10 per centum. 

(b) The annuity otherwise payable from the Foreign Service Retirement and 
Disability Fund to each survivor annuitant who, on August 1, 1959, is receiving 
or entitled to receive an annuity based on service which terminated on or before 
July 31, 1959, shall be increased by 10 per centum. 

(c) The increases provided by subsections (a) and (b) of this section shall take 
effect on the first day of the first month which begins more than thirty days after 
the date of enactment of this Act. 

Sec. 2. The annuity of each retired officer who, on or after August 1, 1959, is 
receiving or entitled to receive an annuity from the Foreign Service Retirement 
and Disability Fund, based on service which terminated on or after August 1, 
1959, shall be increased on the first day of the first month which begins more than 
thirty days after the date of enactment of this Act or on the commencing date of 
annuity, whichever is later, in accordance with the following schedule: 


Annuity shall be 


If annuity commences between: increased by— 
September 1, 1059 and June 30, 1960_._._._._-.-__--_--. 6 per centum 
July 1, 1960 and June 30, 1961_.._.__...--..-.-----_--.-- 4 per centum 
Sake 2, FSG Ge FOE Bie Bice 6c ectseweedntbscccienens 2 per centum 


Sec. 3. The annuity of any survivor annuitant who, on or after August 1, 1959, 
is receiving or entitled to receive an annuity from the Foreign Service Retirement 
and Disability Fund, based on service which terminated on or after August 1, 
1959, shall be increased on the first day of the first month which begins more than 
thirty days after the date of enactment of this Act or on the commencing date of 
annuity, whichever is later, in accordance with the following schedule: 


Annuity shall be 


If annuity commences between: increased by— 
September 1, 1959 and June 30, 1960______..__.._______- 6 per centum 
July 1, 1960 and June 30, 1961____.._._.....-.-.-___---- 4 per centum 
July 1, 1961.and June 30, 1068.5. - - 23 soso ee eee esse 2 per centum 


1 
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Sec. 4. No increase provided by the foregoing provisions of this Act shall be 
computed on any additional annuity purchased with voluntary contributions 
pursuant to the provisions of section 881 of the Foreign Service Act of 1946, as 
amended. 

Sec. 5. Nothing contained in Public Law 85-882 shall operate to increase any 
annuity which commences on or after September 1, 1959. 

Sec. 6. Section 5 of Public Law 503, Eighty-fourth Congress, is amended to 
read as follows: 

“Sec. 5. In any case where a participant under the Foreign Service retirement 
and disability system died before August 29, 1954, leaving a widow who is not 
entitled to receive an annuity under the system and who is not receiving benefits 
under the Federal Employees’ Compensation Act, the Secretary of State is 
authorized and directed to grant such widow an annuity of not to exceed $2,400 
per annum.” 

Passed the Senate September 9 (legislative day, September 5), 1959. 

Attest: 

Fetton M. Jounston, Secretary. 

Mr. Hays. Mr. Henderson, do you want to speak informally to 


this bill? You don’t have a prepared statement, I understand. 


STATEMENT OF HON. LOY W. HENDERSON, DEPUTY UNDER 
SECRETARY OF STATE FOR ADMINISTRATION 


Mr. Henperson. No,I donot. I might state that the Department 
of State supports this bill in principle; that is, it is in favor of a 10 
percent increase across the board to Foreign Service annuitants. 
It also favors increasing the annuities of widows. 

There have been some conferences between the members of the 
committee’s staff and members of the State Department with regard 
to certain alterations that might improve the bill. I believe that as 
a result of these conferences certain suggestions have been agreed upon. 

I have seen these suggestions. I think they do improve the bill. 
If you would like to have either Mr. Woodyear or Mr. Lyerly discuss 
these proposed alterations, they would be in a better position to deal 
with details than I would be. 

Mr. Hays. Perhaps it would be a good idea to have Dr. Westphal 
give us an outline for the record of just what needs to be changed, 
in his opinion, in this Senate bill and then if either of these gentlemen 
have any comments on it we will be glad to have them. 

Mr. WestTPHA.. Section 5 of the Senate bill is perhaps the greatest 
single problem you face. The intent of the Senate was to give a 10 
percent increase to retired officers and survivor widows. 

In section 5 of the Senate bill an increase that had been voted by 
the Congress in 1958 under Public Law 85-882 is eliminated. Very 
briefly, that law provided an increase of 10 percent and then on a 
descending scale, 8, 6, 4, 2 percent to persons who retire prior to 
June 30, 1962. 

The annuity increase voted in 1958 was designed to refleet the 10 
percent salary increase to Classification Act employees and to Foreign 
Service officers and employees as well. 

The theory of the Congress and this committee at the time was 
that a man who received a 10 percent increase in salary and subse- 
quently retired a year or two afterward would have had the benefit, 
first, of greater contributions; that is, larger contributions based on 
5 percent of basic salary. He would have received the salary increase 
for the additional years that he remained on active duty, consequently 
a higher 5-year average salary for computation purposes. To give 
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the equivalent of a 10 percent increase we had this descending scale 
which ran from 1958 down to 1962. 

In the Senate bill before you, section 5 has the effect of nullifying 
those descending increases which start after September 1, 1959. 
Thus a man who retired, say, between April 1958 and April 1959 
received an 8 percent increase in his annuity and under this bill 
another 10 percent increase. A man who retires in March 1960, 
under the 1958 law should get 6 percent on the basis of the descending 
scale. The intent in this bill is to give him an additional 10 percent. 
But, by putting in this bill the date after September 1, 1959, he will 
receive nothing under the 1958 law and only 10 percent under this bill. 
Thus this wipes out some of the advantages the Congress tried to 
confer in 1958. This is the single largest problem faced. 

The two alternatives before you are designed to take care of this 
particular problem. 

(The information referred to follows:) 

















































AMENDMENT (A) To S. 1502 





Strike out all after the enacting clause and insert the following: 


“That (a) the annuity of each person heretofore or hereafter retired who is re- 
ceiving or entitled to receive an annuity from the Foreign Service Retirement and 
Disability Fund shall be increased by 10 per centum. 

“(b) The annuity of each widow survivor annuitant who on or after the date of 
enactment of this Act is receiving a survivor annuity from the Foreign Service 
Retirement and Disability Fund is hereby increased by 10 per centum. 

“(e) No increase provided by this section shall be computed on any additional 
annuity purchased with voluntary contributions pursuant to the provisions of 
section 881 of the Foreign Service Act of 1946, as amended. 

‘“(d) The increases provided by this section shall take effect on the first day of 
the first month which begins more than thirty days after the date of enactment of 
this Act, or on the commencing date of the annuity, whichever is later. 

“Sec. 2. (a) Section 5 of Public Law 503, Eighty-fourth Congress, is amended 
toread as follows: 

“Sec. 5. In any case where a participant under the Foreign Service Retire- 
ment and Disability System died before August 29, 1954, leaving a widow who is 
not entitled to receive an annuity under the System and who is not receiving 
benefits as a widow under the Federal Employees’ Compensation Act, the Secre- 
tary of State is authorized and directed to grant such widow an annuity of not 
toexceed $2,400 per annum.’ 

“(b) The amendment made by this section shall take effect on the first day of 


the first month which begins more than thirty days after the date of enactment of 
this Act.’’ 




















































































































AMENDMENT (B) To §S. 1502 





Strike out all after the enacting clause and insert the following: 


‘That (a) the annuity of each person heretofore or hereafter retired who, on or 
before June 30, 1962, is receiving or entitled to receive an annuity from the 


Foreign Service Retirement and Disability Fund shall be increased by 10 per 
tentum. 
































“(b) The annuity of each widow survivor annuitant who on or before June 
%, 1962 is receiving a survivor annuity from the Foreign Service Retirement 
aid Disability Fund is hereby increased by 10 per centum. 

“(c) No increase provided by this section shall be computed on any additional 

















ection 881 of the Foreign Service Act of 1946, as amended. 

“(d) The increases provided by this section shall take effect on the first day of 
he first month which begins more than thirty days after the date of enactment 
i this Act, or on the commencing date of the annuity, whichever is later. 


“Src. 2. (a) Section 5 of Public Law 503, Eighty-fourth Congress, is amended 
Oread as follows: 
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** Sec. 5. In any case where a participant under the Foreign Service Retire- 
ment and Disability System died before August 29, 1954, leaving a widow who 
is not entitled to receive an annuity under the System and who is not receiving 
benefits as a widow under the Federal Employees’ Compensation Act, the Secre- 
tary of State is authorized and directed to grant such widow an annuity of not 
to exceed $2,400 per annum.’ 

“(b) The amendment made by this section shall take effect on the first day 
of the first month which begins more than thirty days after the date of enactment 
of this Act.” 

Mr. WestpHAL. I might say also, Mr. Chairman, that there are 
two other features of the bill that the subcommittee ought to know 
about at this time, and perhaps might invite comment. 

In 1958 the Congress wrote in a limitation of increment of 10 percent 
but not more than $500 for retired officers and 10 percent but not 
more than $250 increment for widows. The other pertains to section 6 
of the Senate bill. That is to take care of a small group of needy 
widows who were first taken care of by the Congress in 1956. 

In that year the legislation that this committee and the Congress 
enacted provided that this small group of widows—whose number 
was never precisely known, but was estimated to run around 10 to 
15—be given consideration. Previously they had not been eligible 
for any annuities. This arose out of certain circumstances. They 
may have been widows of officers who retired before 1939 when there 
was no provision for joint survivorship and the husbands could not 
provide for them. 

A second group are those widows whose husbands probably received 
a small annuity and weren’t financially able at the time they re 
tired in the 1940’s to arrange any kind of a survivorship annuity. 

There is a third group of widows whose husbands died before they 
had completed the necessary minimum number of years of service to 
entitle a widow to annuity benefits—5 years currently or 15 years 
before 1946. 

Under existing law these widows are eligible for an annuity if they 
meet a test showing they are in actual need and without other means 
of support. On that basis the Department has thus far given & 
modest annuity to 10 of these widows. Section 6 in the bill before 
you would give all of these widows a minimum of $2,400 by authority 
of Congress. 

Mr. Bent ey. Don’t you mean the maximum of $2,400? 

Mr. WesreHAL. The maximum; but it is also a mandate. The 
Secretary is authorized and directed. I think the Department people 
can tell you what their experience has been on the administration of 
this. This is a point the subcommittee may want to consider. 

Mr. Hays. You say the Senate didn’t intend to do this as far as 
triking out the benefits conferred under the act of 1958. This 
ll a new field to me, but I am able to become aware immediatel 

that section 5 says in so many words that is exactly what they did 
mean to do. 

Mr. Wesrruat. A reading of the Senate hearings suggests that the 
intention was not to nullify any benefits previously voted. : 

I have to read into this, Mr. Chairman—I admit you are quite 
correct on the basis of what they did. The Senate report which # 
also before you indicates an intent to confer another benefit. It does 
not refer to an elimination of the earlier benefits. I have only dealt 
informally with the Senate staff that handled this. The executive 
witnesses here may be better able to speak as to what the intent was- 
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In looking over the hearings on this, I cannot find any evidence 
that the Senate wanted to undo what had been done earlier. The 
thought they were giving an additional benefit to retired personnel. 

Mr. Hays. The report says on page 2 that this bill would provide 
a 10-percent increase in the annuities of all annuitants and survivors 
or annuitants who on August 1, 1959, are receiving annuities based 
on service which ended prior to July 31, 1959. 

They do make a differentiation between August 1 and September 1, 
it seems to me. 

Mr. Westpuat. I think only as a date of considering when the 
annuity increase would begin. I can only go by what the testimony 
showed over there. 

The whole effort was to provide a 10-percent increase for annuitants 
and that is what I think they thought they did. 

Mr. Hays. I don’t want to get a bill through here and go to con- 
ference and have a long hassle to try to thresh it out. We are going 
to be pressed for time. 





STATEMENT OF WILLIAM E. WOODYEAR, DEPUTY CHIEF, PER- 
SONNEL PROJECTS STAFF, DEPARTMENT OF STATE 


Mr. Woopyzar. I am quite sure that it was the Senate’s intént to 
superimpose an additional 10-percent increase on the existing provi- 
sions of Public Law 85-882. 

Mr. Hays. How did that section 5 get in there, then? 

Mr. Woopyear. Because the Senate thought they had provided a 
graduated scale such as we propose as an alternate, 16, 14, 12, 10 per- 
cent. They were going to leave in effect the provisions already given 
by Public Law 85-882 and give another 10 percent. When the final 
draft came out and was acted on, it had the effect, as Dr. Westphal 
said, of cutting out the original benefits of Public Law 85-882. 

Mr. Hays. Would this bill be cured by striking section 5 out of it? 

Mr. Woopygar. In accordance with the new draft. 

aoe Wesrpua.. I think if you take the new draft that would be 
the one. 

May I say there is an amendment (A) and (B) before you. The 
difference is reflected in the inclusion in draft (B) of the date June 30, 
1962. That is the only difference. Draft (A) does not have a date. 

The reason for that date in draft (B) is that it coincides with Public 
Law 85-882, which was the intent at that time. You ought to know 
that this draft (A) would provide an increase in perpetuity. Draft (B) 
would take the increases up to June 30, 1962. That is the distinction. 
Draft (B) is designed to coincide with the terminal date intended in 
the 85th Congress under Public Law 85-882. 

Mr. Hays. Any questions? 

Mr. Bentiey. Well, Mr. Chairman, we have had an endorsement in 
principle on the part of the State Department as represented by Mr. 

enderson. Is he ina position to give the views of the Budget Bureau 
on this legislation? 

Mr. Henperson. Iam. This has been discussed with the Budget 

ureau. 

I think I am correct, Mr. Woodyear—you have had discussions with 
the Budget Bureau—when I say it approves the bill in principle. 
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Mr. Woopynar. Their feeling is that an additional 10 percent in- 
crease would bring Foreign Service annuities as closely into line with 
those already granted to persons receiving annuities under the Civil 
Service Retirement Act as is possible. 

Mr. Bentuey. Do they have any preferences between these two 
alternative amendments before us? 

Mr. Henperson. We haven’t discussed these particular amend- 
ments with the Budget Bureau. I am convinced, however, that it 
would go along with them. 

Mr. Bentiey. Which one? 

Mr. Henperson. With the 10 percent increase all along the line, 
and the omission of section 5. We have here a suggested provision— 
that (a) the annuity of each person heretofore or hereafter retired who is receiving 
or entitled to receive an annuity from the Foreign Service Retirement and Dis 
ability Fund shall be increased by 10 per centum, 

How is that? 

Mr. Woopyear. I think in answer to Mr. Bentley’s question, sit, 
that alternative (B) basically is the one that you would favor, witha 
cutoff of June 30, 1962. 

Mr. Bentiey. You prefer (B)? 

Mr. Henperson. Yes, and I believe the Budget Bureau would, too. 
The Budget Bureau approves the 10 percent annuity. We haven't 
discussed with the Budget Bureau specifically the difference between 
putting in the date June 30, 1962, and leaving it out. 

I feel quite confident, however, that it would favor the inclusion of 
the date of June 30, 1962. 

Mr. Bentiey. There is no problem insofar as the $2,400 payment 
to these widows whose husbands did not elect survivorship in annuities 
as far as the Bureau is concerned? 

Mr. Woopyear. Removal of the clause regarding need? 

Mr. Benttey. Yes. 

Mr. Woopyear. There might be a possible problem as the alterna 
tive is now drafted, where the Secretary is authorized and directed to 
grant such a widow an annuity not to exceed $2,400. He is directed 
to do something but needs criteria to determine whether it is $2,400 
or not. 

Mr. Bentiey. The words “and directed” have been crossed out. 

Mr. Wesrpuat. I did that myself, Mr. Bentley. 

Mr. Henperson. Our suggestion is that ‘‘directed’’ be left in 
Then this last portion, section 5, would read ‘“‘the Secretary of State 
is authorized and directed to grant such widow an annuity of $2,400 
per annum’’; not “not to exceed $2,400” but ‘$2,400 per annum.’ 

Mr. Hays. Strike out “not to exceed’? 

Mr. Henpverson. Yes. It is difficult for the State Department # 
determine how much a widow should have. There are only 10 t 
12 of them, in any event. 

Mr. Bentiey. You would want to leave that? You prefer amen¢- 
ment (B) before you? 

Mr. Henperson. Yes. 

Mr. Hays. Mrs. Bolton. 

Mrs. Botton. I have no questions. 

Mr. Hays. I have no other questions. We don’t have enoug! 
members here to vote the bill now. I hope we can get both bills out 
Monday morning. 
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I would like to ask how much do you estimate this will cost? 

Mr. Woopyrar. Approximately $300,000 for the first year. The 
annuity roll for the Foreign Service is approximately $3 million per 
annum and this would be $300,000. 

Mr. Henperson. Could I raise another question and that is with 
regard to ‘B) in our draft, which reads as follows: 

The annuity of each widow survivor annuitant who on or before June 30, 1962 


is receiving a survivor annuity from the Foreign Service Retirement and Disa- 
bility Fund is hereby increased by 10 per centum. 


We were wondering if the committee wouldn’t like to add to this— 


or so much in excess thereof as will enable any such widow to receive a minimum 
annuity of $2,400 per annum. 

The reason I make this suggestion is that granting a $2,400 annuity 
to widows whose husbands died prior to August 1954 would create an 
inequity toward widows whose annuities, including the 10 percent 
provided by this bill, would not come up to this amount. It would 
apply, as I understand it, also to all widows who become annuitants 
prior to June 30, 1962, whose annuities do not come up to $2,400. 

Mrs. Botton. That sounds fair. 

Mr. Bentiey. That is an amendment to subsection (b)? 

Mr. Henperson. Yes. 

Mr. Hays. How much additional will that cost? 

Mr. Woopygar. Very little, I would think. The total number of 
widows affected by that amendment would not be more than 60 or so. 
Those are the ones who are 

Mr. WestTpPHAL. 64, aren’t there? 

Mr. Woopysrar. Yes; I believe there are 64 widows now receiving 
less than $2,400, whose annuities would be adjusted upward by this 
proposed amendment to section 1(b). The statistics we have show 
those widows are receiving annuities that range from one to two 
thousand dollars, two to three, and so on. The actual number, [ 
would guess, would be about 64, probably. 

Assuming that their average annuity is, now let’s say $1,500 which 
isa high estimate, 64 times $900, for an off-the-cuff guess. We could 
furnish those exact costs. 

(The information requested is as follows:) 


Estimated cost of S. 1502 


Sec. l(a): Cost of 10-percent increase for 530 annuitants (486 
officers and 44 widows) 


Sec. 1(b): Cost of adjusting 64 widows’ annuities to $2,400 per 


Sec. 2: 
Cost of adjusting 10 widows’ annuities to $2,400 per annum_ 
Cost of annuities for 5 additional known widows who will be 
eligible 


$302, 719. 07 
39, 452. 72 
12, 469. 84 
12, 000. 00 


Total cost of increase 366, 641. 63 


The above estimates are based upon the following data: 


Annuity payroll on Dec. 31, 1959 

Annuity checks issued on Dec. 31, 1959 

Per annum roll ($262,753.59 times 12) 
486 officers and 44 widows (530) 
Widows with annuities less than $2,400 (64). 
Widows—sec. 5, Public Law 503 (10) 


$262, 753. 59 


604 
$3, 153, 043. 08 
$3, 027, 190. 74 
115, 322. 18 
10, 530. 16 


Total (604) 3, 153, 043. 08 





FOREIGN SERVICE ANNUITIES 


Mr. Bentuey. I suggest we ask the committee staff to prepare a 
clean amendment incorporating these suggestions. 

Mr. Hays. The costs would be less than one eagle. 

Mr. Bentiey. Let’s have the committee staff prepare a clean 
amendment along the line of the suggestions here. 

Mrs. Botton. I think it is an excellent idea. 

Mr. Bentiey. That will be an amendment to amendment (B). 

Mr. Henperson. Could I just say something off the record, if you 
don’t mind? 

Mr. Hays. Yes. 

(Discussion off the record.) 

Mr. Hays. Without objection, the committee will stand adjourned 
until Monday morning at 10:30, at which time we will start on Foreign 
Service Act amendments. 

(Whereupon, the subcommittee adjourned until 10:30 a.m., Mondayj 
February 1, 1960.) 


Xx 
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